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Many companies, caught in the recent credit crunch,
found it essential to improve cash flow. But what of
companies operating overseas, companies moreover
that had always concentrated on accounts receivable—

REVERSING FINANCIAL GOALS OVERNIGHT
IN AN INTERNATIONAL COMPANY
by Leo G. Blatz
Singer Sewing Machine Company

Singer Company has come
good size business in itself. The
a long way since its organiza
Company’s planning process is di
tion as a sewing machine companyrected by a Corporate Staff Depart
in 1851. It has expanded both in
ment which has the responsibility
size and in number of products
of setting broad directions for the
operating groups and for monitor
produced. In recent years it has
diversified so widely, its activities
ing the planning processes of the
today cover five major business
groups to ensure that they are con
sistent with the Company objec
areas—consumer products, indus
tives and in harmony with the
trial products, aerospace and ma
planning of other groups.
rine systems, business machines,
The International
Consumer
and education and training prod
ucts.
Products Group, while principally
concerned with household sewing
Total sales for all areas in 1972
exceeded $2 billion.
machines, also sells industrial sew
ing machines, household knitting
To manage this broad range of
machines, and a variety of other
business activities, the Company is
consumer durable products depend
organized into eight operating
groups. Each of these groups is a
ing on local business opportunities.
he
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The
International
Consumer
Products Group does business in
some 100 countries. In many of
these countries, Singer was the first
American company to be there—
80 to 100 years ago. The Com
pany’s products are bought by both
consumers and artisans. The sew
ing machine has been a very vital
product in the development of so
cieties from primitive forms to the
varying stages of civilization that
we see today. Singer has helped to
make this development possible. It
has provided product distribution
in areas of the world that were pre
viously considered inaccessible,
augmented by education and in
struction so that people could bene15

. . . each local manager leaves . . . with an agreed set of targets for his budgeting practice

ficially use the Company’s prod
ucts. Perhaps most importantly, the
Company has provided consumer
financing in parts of the world that
had known only a cash or barter
economy. Needless to say, being a
pioneer in installment-plan selling
was both an opportunity and a risk.
But the lessons have been learned
well and Singer has grown profi
cient in managing the financial side
of its business.
The
International
Consumer
Products Group has annual sales
of approximately $250 million.
There are some 22,000 employees
in the 100 countries, and a staff
organization in New York.
Certain of the smaller countries
are combined for management pur
poses within regions so that one
reporting location may comprise
several countries, such as the
islands that make up the Caribbean
area. Each reporting location has
a Controller/Treasurer who is re
sponsible for the financial aspects
of the local business. The consoli
dation process is done in New York
from reports cabled in from the
field one day of each month.
The Group is furnished with Cor
porate objectives by the Corporate
Planning Department. Using a
computer facility, projections are
prepared covering five years of in
come statements for each reporting

location in the Group as well as a
consolidated projection for the total
Group. These projections are then
compared with the Corporate ob
jectives. When the Group projec
tions indicate performance better
than the Corporate objectives, it is
an indication that the Group is on
the right track. On the other hand,
if Group projections fall short of
the objectives, there is a planning
gap. Then objectives must be re
examined. If it can be agreed that
the objectives are realistic and at
tainable, it is up to the Group man
agement to devise strategies and
plans that will bring the attainment
of these objectives.
Budget guidelines are compared
to the business plan and if they are
found to be acceptable, they are
given to local management. It is
possible to communicate with local
managements in a series of three
meetings at various locations
around the world. This tends to
minimize the amount of travel by
local managers. It also permits deal
ing with people from fairly homo
geneous areas of the world in each
meeting. Well in advance of these
planning meetings, each local Man
ager receives a copy of the budget
guidelines for his country. He
comes to the planning meeting pre
pared to give a brief presentation
on how his management will

achieve budget guidelines. If he
feels that he can not accept the
budget guidelines, he must offer al
ternative targets for the coming
year. Where disagreements exist,
they are settled in private negotia
tions and each local manager leaves
the meeting with an agreed set of
targets for his budgeting process.
In due course, the local budgets
are prepared and sent to New York
for the final consolidation and pres
entation to the corporation. This
kind of a process ensures a min
imum of last minute surprises and
farced budget changes.
In other words, Singer is a classic
case of a decentralized, interna
tional company where each unit in
the field has considerable auton
omy.
In addition to the five-year busi
ness plan and the annual budget,
the Company employs a quarterly
forecasting technique which is, in
essence, an up-dating of the bud
get objectives for the current year.
The Group also prepares each
month a brief rolling forecast of
the coming three months. This has
proven to be a very valuable man
agement tool at the local level and
it enables management to react
quickly to impending unfavorable
developments.
On the philosophical aspects of
budgeting, the Group has estab
lished certain basic rules:

• The budget must establish goals.
These goals should be attainable
but challenging.
• The budget should be realistic.
• Every location should budget for
improvements.

The Company's product has been vital in the development of societies
from primitive forms to the stages of modern civilization we see today.
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On the other side of the coin,
we recognize that a budget is some
times more than a control and
planning tool. There are times
when a budget becomes a political
document. The following are some
of the types of budgets that have
been identified as being unac
ceptable.
Management Adviser

The “low-ball” budget is one
where all of the targets are set
unrealistically low and improve
ments are either understated or
non-existent. The intent is to pro
vide a comfortable assurance that
when the actual results come in
they will look good relative to bud
get. Submission of this kind of a
budget is a good way of insuring
that the budget will be done twice.
There is another type of budget
that can be called an “impossible
dream.” This is the budget that pre
dicts an unattainable performance.
This kind of budget has obvious
short-range benefits. It also can
lead to a long-term disaster.
Now with this system, painstak
ingly worked out over nearly a hun
dred years, what happens when the
entire process and approach has to
be changed suddenly? That is ex
actly the situation we faced re
cently . . .
In setting Corporate objectives
for a recent year, the management
recognized that American business
was experiencing a credit squeeze.
Large, reputable companies were
having serious problems of liquid
ity. Hence, the planning objectives
given to the operating groups for
that year called for vigorous efforts
to reduce assets and improve cash
flow, without jeopardizing income
from operations. The results of the
planning exercise within the Inter
national Consumer Products Group
indicated that they would be barely
able to meet the Corporate objec
tives by doing things as they had
done them in the past. There was
no margin for error and the man
agement was not at all comfortable
with the idea of running the busi
ness for a year on that basis.
LEO G. BLATZ is vice
president of the Singer
Sewing Machine Com
pany and director of
finance and accounting
for
the
International
Group of the Singer
Company. Before joining
Singer, he was corpo
rate chief accountant for
Servel, Inc., defense accounting supervisor for
Timex, Inc., and plant accounting supervisor
for Sylvania Electric Products. Mr. Blatz re
ceived his B.B.A. from Niagara University,
New York. He has been a speaker at the
Planning Executives Institute.
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The "low-ball" budget: Targets are set unrealistically low so
that actual results will look good in comparison to forecasts—
Clearly, it had to achieve a very
delicate balance between the kind
of aggressive and expansive selling
practices that would maintain sales
growth on the one hand. And, on
the other hand, management need
ed conservative, cash-oriented prac
tices that would provide the de
sired reduction in consumer ac
counts receivable investment.
Obviously, the company had to
guard its cash position by reducing
investment in installment receiv
ables. Equally obviously, this repre
sented some change in direction in
a business that had been built over
the years on an extension of credit.
One thing was certain, the job
could not be done in the Corporate
offices in New York.
Here was a situation where the

top level management of the
Group knew what it wanted in
terms of performance, asset utiliza
tion, return on capital, and so on.
But on the firing line, where it
really counted, that is, the clerk in
the shop, the canvassing salesman
visiting a prospect’s home, things
were not happening in ways that
would bring about achievement.
After considering many different
approaches to the problem, the
Group management found what it
believed to be the answer.
For many years the training of
employees has been an integral
part of the Company’s business.
Here was the perfect vehicle for
getting the message to the em
ployees. What was needed was a
program to redirect and invigorate

—and the "impossible dream" budget that predicts an unattainable performance.
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On the first day of a regional meeting, the country's receivable status was pre
sented in the form of charts that had been prepared at Group headquarters—

the training activity. Hopefully, if
this could be done, the employees
themselves would carry out the new
program.
One of the first requirements was
a name for the program—one that
would catch people’s fancy and
suggest something much more than
the same old thing—even though
that’s what it really was. And so
was born MMM—MODERN MER
CHANDISING METHODS.
To be successful, a program must
have goals. The Group defined its
goals as the following, not neces
sarily in the order of importance:

• Reduce the absolute level of re
ceivables.
• Improve the quality of receiv
ables.
• Accomplish the foregoing with
out seriously impacting the level
of sales.

To reach these goals, it was de
cided to deal with averages. In
other words, the salesman would
not turn away the customer who
had to have 24 months to pay, but
he would concentrate on those cus
tomers who could afford to pay in
less than 24 months.
Thus, the terms of reference be
came:
• Average level of cash sales.
• Average per cent of down pay
ment.
• Average length of contract.

—on the second day, representatives
of each country gave the Group an
outline of detailed plans for achiev
ing the goals presented to them.
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Before assigning objectives to the
individual countries, Group man
agement tested the sensitivity of
the various measurements agreed
upon. The results of the sensitivity
study brought out very clearly the
size and difficulty of the task man
agement had set out to accomplish.
At the outset of any program to
improve installment receivables,
there is on the books a body of
existing contracts which will be col
lected over a specified future time
period. There is very little that

management can do to change this.
Therefore, a change in the average
length of contracts sold from 24 to
22 months results in a reduction of
investment of only 2 per cent at
the end of one year. It is only after
two years that the mix changes sig
nificantly between new contracts
and old contracts, and at that point
the investment is reduced by 8.1
per cent. With down payments, the
effect of a rather drastic change
from an average 10 per cent to an
average 15 per cent is to reduce
investment by 3.6 per cent in one
year and 4.0 per cent at the end of
two years.
To carry this message to the field
organizations, the Group organized
a series of regional meetings. By
holding meetings in Caracas, Mex
ico City, Singapore, and Istanbul,
it was possible to bring the mes
sage to the people who had to do
the work in a relatively short pe
riod of time. Each meeting was at
tended by a group that operated in
roughly the same kinds of market
ing conditions.
On the first day of a regional
meeting, the country’s receivable
status was presented to the audi
ence in the form of charts that had
been prepared at Group headquar
ters. These charts depicted cash
sales, average down payments, and
average length of contract. The
MMM training was presented by
the Group’s Training Director. It
was a thorough review of all the
basic rules of selling, including
those that directly affect the level
of receivables and those that do
not.
The motivation portion of the
first day’s agenda was devoted to
various types of salesmen’s com
pensation plans. The basic aim of
these compensation plans is to pro
vide the salesmen with an incen
tive for doing what is best for the
Company. Thus, a higher commis
sion is paid on the sale of a sewing
machine as opposed to a product
that is not manufactured by Singer.
A higher commission is paid on a
cash sale than on a credit sale. A
higher commission is paid on a sale
with a short contract than on a sale
Management Adviser

with a long contract. In cases where
variable commissions are not prac
tical, bonuses are used to achieve
the desired results.
Next, the program objectives and
means of measurement were intro
duced to the people at the confer
ence. The conference leaders out
lined in a general way how they
thought a typical MMM program
should be organized at the country
level. Essentially it is a pyramid
type training program where the
training message is passed, starting
at the very top of the organization,
down the various levels by each
supervisor to his subordinates.
On the second day of the meet
ing, representatives of each country
presented to the Group an outline
of their detailed program for ac
complishing the objectives that had
been set before them on the pre
vious day. The level of enthusiasm
generated in the first day’s session
was such that country representa
tives worked long into the night to
prepare their program for presen
tation on Day 2. A real spirit of
competition developed with each
country endeavoring to present the
most effective program.
After the conference, representa
tives from each country returned to
their homes and began implement
ing their local MMM program.
Each country was required to sub
mit a progress report after 30 days.
The results of the programs were
monitored at Group headquarters.
The follow-up of MMM pro
grams is a continuing function. In
the second half of the year, the
Group entered a stage that could
be called “fine tuning.” They found
that some countries had gone too
far with MMM with the result that
their sales were affected adversely.
In these countries they recom
mended some relaxation of the ob
jectives, but only for a specified
period of time and in the form of
a sales promotion. For example, in
one country, they authorized a 30day promotion based on a 5 per
cent down payment. However, the
salesman was trained and moti
vated to point out the advantage
to the customer of making a higher
November-December, 1973

down payment. As a result, the av
erage down payment during the
period of this promotion was 10.1
per cent.
Results

The program is now in its third
phase, wherein Group management
has analyzed a year’s performance
and identified those locations which
exceeded their objectives and those
locations that did not make their
objectives.
It is now tailoring specific pro
grams for the problem countries as
a follow-up to the MMM program
of the previous year.
The all important question is, of
course, how did it all turn out? For
last year, the Group came within
1 per cent of meeting its sales com
mitment. Management is convinced
that the sales they did not get were
the problem sales that they really
did not want. Group net income
commitment for the year was not
only equaled: it was exceeded! The
Group ended the year with a lower
investment in receivables com
pared to the prior year despite
higher sales. Receivable turnover
ratio improved by 10 per cent over
the year before and this was even
better than the objective. Install
ment arrearage as a percentage of
gross receivables improved by 2.4
points. The cash flow budget for
the year was exceeded and turn
over of capital employed increased
significantly. These results were
achieved because the management
of the Group made the effort to
direct its attention, in an organized
way, to the basics of sensible sell
ing and good management.
This then has been one experi
ence in taking the steps that come
after the planning process. They
might be summarized as follows:

How did it all turn out?

For last year, the Group came
within one per cent

of meeting its sales
commitment . . . Group net

income commitment for

the year was not only
equaled: it was exceeded!
The Group ended the year
with a lower investment
in receivables compared to

the prior year despite
higher sales.

1—Develop the program.
2—Communicate the program to
every level of the organization.
3—Follow up on the results.
4—Adjust the program when re
quired.
5—Never lose sight of the basic ob
jectives.
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